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KEY ECONOMIC INDICATORS 


All values in million U.S. $ 


ITEM 


INCOME, PRODUCTION, EMPLOYMENT 


GNP (Current Prices) 

GNP (1960 Prices) 

Per Capita GNP (Current Prices in US $) 
Fixed Investment (Current Prices) 

Value Construction Authorizations 

Value Agricultural Production (1960 Prices) 
Electricity Consumption (Bil. Kwh) 

Value Phosphate Exports 

Industrial Production (1958 = 100) 


MONEY AND PRICES 


Demand Deposits/Currency/Near Money 
Public Debt - Domestic 
Public Debt - Foreign 
Debt Service Ratio 
Budget Receipts 
Budget Expenditures 
Of which: Investment Budget 
Average Casablanca Consumer Prices 
(1958 = 100) 


BALANCE OF PAYMENTS 


Net Gold/Exchange Reserves at year end 
Balance of Payments (Balance on Long-term 
and Current Accounts) 
Balance of Trade 
Exports FOB 
U.S. Share (%) 
Imports CIF 
U.S. Share (%) 


Wheat; Corn; Soya; Tallow 


revised 
provisional 


= estimates 


Exchange Rates: 


1973" 


4,731 
3, 362 
288.5 
642 
180 
810 
2.23 
175 
208 


2,043 
587 
928 
100 

1,003 

1,196 
266 


148.4 


DH 4.5 - 1973 


DH 4.4 - 1974 
DH 4.1 - 1975 


1974P 


5,677 
3,530 
350 
800 
215 
891 
2.32 
830 
221 


% change 
73/74 


1975° 





SUMMARY 


Though more favored than most developing nations, Morocco has not 
escaped the impact of sharply rising import prices, reduced world 
trade, and a measure of domestic unemployment and recession, 

During the latter half of 1974 and early 1975 the country experienced 
a reduction of economic activity in a number of sectors, That the 
level of unemployment has not been more severe has to a large extent 
been due to the support given to aggregate demand by public sector 
investment, The private sector has been affected by a strong case 
of attentisme, Even public sector expenditures, reflecting the 
implementation of the new 5-year Development Plan, have been 
attenuated by reduced demand caused by three successive years of 
poor harvests and the excessive rise in the price of imported 
commodities, 


Because of rising import costs, the phosphate price increases of 
December 1973 and July 1974 did not succeed in producing the strong 
overall balance of payments surplus anticipated. Had worker 
remittances not exceeded expectations, the year would not have ended 
with the near balance ($122 million surplus) achieved, 


The continued uncertainty of the world economic outlook obscures the 
near term economic and balance of payments outlook, though a 
substantial quantity of oil-country grants and loans have been 
secured and the government is actively seeking additional outside 
financing to enable it to meet development plan objectives, 


Implementation of 1975 Plan objectives will thus continue to create 
significant opportunities for U,S, exporters and actual and potential 
investors, The medium- and longer-term outlook for trade and invest- 
ment remains promising. U.S, firms have been selected to undertake a 
number of Plan projects, and the decline in overall investment during 
early 1974 has given way to a net increase though, as yet, this is 
almost exclusively in the public sector, While access to local 
financing is tighter and more expensive, agribusiness, light manu- 
facturing (for export), tourism, and engineering present attractive 
opportunities for U,S, business, 
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CURRENT ECONOMIC SITUATION AND TRENDS 


Short-Term Outlook _ 


Moderate deceleration of the Moroccan economy has continued into 
1975. Public sector expenditure has had to carry virtually the 
entire burden of maintaining employment and aggregate demand as 
private investors--reacting to both the clouded international 
economic outlook and the after-effects of the Moroccanization 
of foreign investment--have maintained a wait-and-see attitude, 
Nevertheless, due to its dominant position as residual supplier 
of 34 per cent of the world's phosphates (especially essential 
as a basic source of fertilizer at a time of global food 
shortages), Morocco has found itself in large measure insulated 
from the worst effects of worldwide inflation and recession, 


The country has not been without its problems, however. The 
delayed arrival of normal winter rains has resulted in the 

worst drought in 30 years. As little as 33 per cent of the 
normal wheat crop may be harvested--though this estimate may 
rise to 40 per cent if rains extend longer than usual into the 
spring. The increased cost of major imports--grains, vegetable 
oil, sugar, and petroleum products--virtually wiped out the 
substantial balance of payments surplus predicted for 1974 on 
the basis of the fourfold jump in phosphate prices which took 
place during the year. Only as a result of higher than expected 
remittances from Moroccan workers abroad did the year end with a 
virtual balance in Morocco's international accounts, 


Domestically, the rise in prices has accelerated over the past 
six months. Inflation for 1974 is unofficially estimated at 
between 14 and 16 per cent, and has been reflected by worker 
unrest and a growing number of short strikes, Real growth may 
have been as low as 5 per cent--though final estimates will not 
be available for several months. Payments by the government to 
control the official cost of living by subsidizing basic 
commodities hayestretched the central budget, posing a problem 
for the current year, 


Medium-term Outlook Remains Attractive 


The above problems must be placed in perspective. Despite its 
difficulties, Morocco has been much better positioned to with- 
stand adverse world economic conditions than most other countries-- 
either developed or developing. It possesses rich agricultural 
resources and with increased acreage coming under irrigation each 
year, the rapid spread of improved seed varieties, and plans for 





major improvements in stock breeding, its agricultural problems are 
not beyond solution, The government has invited international 
companies to bid on the construction of five new sugar mills, is 
looking for potential foreign partners for several new ranching 
operations, and is actively seeking the participation of major 
international agribusiness firms to undertake integrated production/ 
processing/marketing operations in several attractive areas. 


The January 1, 1975, rise of 8 per cent in phosphate prices will, 
together with the higher prices introduced last July and with 
increased 1975 output, add perhaps $470 million to government 
revenues, Substantial amounts of oil-country grants and loans 

have also been forthcoming, and as the tightness of international 
money markets eases, additional borrowings from the Euro-funds 
market should, with luck, enable the government to cover budgetary 
requirements without being forced to let prices rise unacceptably 

or to cut back development plans excessively. As the year progresses 
and the government's success in this regard is observed, private 
sector investment should recover, Towards year-end, an acceleration 
of economic activity and a reduced rate of internal inflation should 
be evident, 


IMPLICATIONS FOR THE UNITED STATES 


In the face of these unsettled conditions, the United States has 
during the past year improved its position as a supplier to Morocco 
which is now our fortieth best customer, U.S, suppliers have been 
particularly successful in bidding on public works projects. Several 
large U.S, engineering firms are exploring Morocco as a location for 
regional representative offices. While Moroccan engineering and 
consulting enterprises are burgeoning, most cannot tackle large or 
sophisticated projects without the help of American or European 
technology and experience, This remains an opportune moment for 
U.S. firms to win a share of the market which has historically been 
monopolized by the French, 


In other respects the favorable medium-term outlook for U.S, trade 

and investment in Morocco is very much in line with previous 

analyses, The Moroccanization program adopted by decree on 

March 2, 1973, with varying implementation deadlines, requires 50 

per cent Moroccan ownership, majority Moroccan board membership, 

and a Moroccan national as president in specific commercial, financial, 
and some industrial fields, While such wholesale reorganization could 
not take place without some difficulties, most firms appear to be 
meeting Moroccanization requirements smoothly with several major 
companies having successfully made the transition to joint-ownership 





within recent months, The current period of transition has never- 
theless significantly slowed the pace of American and other foreign 
investment in Morocco, though at least one major firm "Moroccanized" 
within recent months is actively searching for new local investment 
opportunities for the proceeds from the sale of 50 per cent of its 
shares. 


Despite the Government of Morocco's desire to reorient the ownership 
pattern of industry--as reflected in the Moroccanization decree--it 
continues actively to pursue foreign direct investors, During a 
recent visit by 35 senior U.S, business leaders, the Prime Minister 
devoted most of his time with the group to stress that Morocco's 
welcome mat is out, A week later in company with senior Moroccan 
economic officials he made a similar presentation to a visiting 
Congressional Delegation, In this connection, the newly adopted 
Investment Code provides for substantial incentives--mostly in the 
form of tax holidays and repatriation guarantees to attract foreign 
investment to specific sectors, several of which are exempt from 
Moroccanization, The 1973-1977 development plan targets these same 
areas for dynamic growth, 


The "Investment Commission" which used to decide which investment 
projects were to benefit from the incentives provided in the Invest- 
ment Code has been replaced by an automatic procedure intended to 
make things easier for foreign investors, including reducing the 

time necessary for the bureaucracy to process applications, Further- 
more, the former Bureau d'Etudes et de Participation Industrielles 
(B,E.P.I.) has been reorganized and staffed with qualified personnel 
under the new name of Office of Industrial Development (0,.D,I. ). 

The 0,D.1.'s principal purpose is to render aid and advice to investors, 
Moroccans and foreigners alike. In some instances it may even enter 
into parnterships where this seems essential to create a going entity. 
As a further incentive, financing is available locally through the 
National Development Bank (B,.N,D.E,), the National Bank for Foreign 
Trade (B,M.C.E,), the Caisse Nationale de Credit Agricole (C.N.C.A.), 
and the Building and Touristic Credit Institution (C.I.H.) for long 
term and medium term loans; short term and customary commercial 
credit are available through numerous commercial banks including the 
First National City Bank of New York, Several banks possess EXIM 
lines of credit for those qualified and interested, 


The most promising areas for potential U.S. investors may be summarized 
as follows: 


Integrated Meat /Dairy Production, The five year plan projects 
substantial spending to increase meat and dairy production, The 





major objective of the dairy program is to replace imports, which 
account for some US $15 million/year, with domestic production. 
Almost all the meat production, on the other hand, is intended for 
export to Western Europe, The King Ranch already participates in 
a large scale beef cattle operation, and the Government of Morocco 
has expressed interest in seeing several other projects of similar 
scale in operation, 


Growing and Processing Specialty Fruits and Vegetables, The 


Moroccan Government is anxious to attract agribusiness investment, 

It envisages the establishment of integrated field/factory operations 
in each of the several irrigated areas of the country. Such 
operations would take advantage of the favorable climate, low labor 
costs, and the availability of highly fertile land, mostly the newly 
available farms taken over from former foreign ownership, Land would 
remain under Moroccan ownership but could be made available on long- 
term leases or in partnership with local owners, Joint operations 
with private cooperatives to produce specialty fruits and vegetables 
for export, particularly to Western Europe, constitute another 
possible approach, There is only one such integrated plant in Morocco 
at present, 


Light Manufacture for Export, The Plan singles out for expansion 


and modernization the manufacture of certain export-oriented products 
such as electronic components, truck/car parts, ready made cloth and 
hosiery/knitwear, Production is to be directed toward markets in the 
European Community which levies no duties on Moroccan industrial 
exports. 


Tourism, The future of the tourism industry appears attractive 
in Morocco, despite currently high seasonality and the temporary 
slowdown arising from the North American-European recession, Nearly 
one and a half million tourists entered Morocco in 1973, and 2,7 
million tourist entries are projected for 1977, Tourism is one of 
the priority sectors of the development plan, one top objective being 
the expansion of secondary tourist regions such as the Far South and 
the Mediterranean coast, The Investment Code gives maximum benefits 
for ventures in such areas, The Moroccan Hotel Credit Corporation 
(C.,1.H.) will finance up to 70% of tourism investments, 





The Port of Caldera - A new Pacific seaport which will be 
financed by a loan from Japan. Preliminary work is now being 
done on the site. 


The proposed Boruce Dam and Aluminum Project - This is a 
project under negotiation between the Costa Rican Government 
and ALCOA, A Norwegian consulting firm, Norconsult, is 
advising the Government on its feasibility. 


Investment Climate 


No change is expected in Costa Rica's favorable investment climate 
which is based on constitutional guarantees, political stability, 
respect for the law and private property, an independent judiciary, 
and support by the Government for investments that contribute to 
the economic well being of the country. Approved foreign invest- 
ments are exempted from exchange controls, designed to prevent 
"speculative'' capital outflows, in order that dividends, interest 
and principal may be repatriated. 


There is growing sensitivity in Costa Rica concerning large-scale 
land purchases by foreigners, especially for speculative purposes 

or for non-productive uses. Squatters are also a problem in some 
areas both for foreign and for Costa Rican land owners. Retired 
Americans who wish to settle in Costa Rica continue to be welcomed 
and may buy homes freely, but legislation is under consideration 

that would attempt to prevent abuses of ''pensionado'' (retired person) 
status. 


Government policy on minerals investment appears to be under review. 
Basic decisions that will be taken on proposed projects for aluminum 
and copper development will make clear the direction of Government 
policy in this important developmental area. 


Investments in new hotel construction and tourist-oriented projects 
are likely to be at record levels during the next few years. 
Encouraged by a 23% increase in tourist revenue ($33 million) re- 
corded for the 12 months ending in October 1974, investors are plan- 
ning several new hotel projects. By the end of 1975, Costa Rica 
will have a new luxury type international hotel, and at least two 
others are planned for 1976. However, the deepening recession in 
the U.S. may impede the expansion of tourist travel to Costa Rica 

in the winter 1975 season, which could cause delays in expansion 
plans for new tourist facilities. 
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